(i)  Under Section 3.1.4 et s¢q. of Attachment VIII of MCI’s Matrix, there are
numerous provisions concerning transaction code status indicators not mentioned in Section 3.1.4
of Attachment VIII of Exhibit 56 or the Term Sheet.

Generally, the rest of Attachment VIII1 of MCI's Matrix contains language which is

inconsistent with the wording in Attachment VIII of Exhibit 56. Furthermore, though MCI
connects an Attachment X1 to its June 16, 1997 Matrix, no such labeled matrix was attached to
Exhibit 56 or the Term Sheet.
CONCLUSION
MC], as discussed above, not only did not clearly present the issues to the PSC for

Arbitration, MCI did not include most of them in any documentation or supplied inconsistent
positions in the Matrix of June 16, 1997 as compared to the Attachments it supplied to its Petition
for Arbitration and in testimony. All of the issues which were not arbitrated or agreed upon
through negotiation should be struck from MCI’s “new”” June 16, 1997 proposed Interconnection
Agreement. If MCI believes it is being stymied from entering the local service market, the
problem lies with MCI’s failures to follow the requirements of the Federal Act and the PSC
requirements to clarify issues presented for arbitration. MCI has not even actually presented the
issues as they are now formulated under MCI's June 16, 1997 Matrix to the PSC, much less done
so in a clear manner as required by the Federal Act.

Respectfully submitted,

SOUTHWESTERN BELL TELEPHONE COMPANY

By %W
AUL G. #27011

DIANA J. HARTER #31424
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LEO J. BUB #34326
ANTHONY K CONRQY #35199

Attorneys for Southwestern Bell Telephone Company
100 N. Tucker, Room 630

St. Louis, Missouri 63101-1976

(314) 247-8280 (Telephone)

(314) 247-0881 (Facsimile)

CERTIFICATE OF SERVICE

I hereby certify that copies of the foregoing document were served to all parties on the
Service List by first-class postage prepaid, U.S. Mail on July 28, 1997.

Diang{. Harter
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— MARTHA HOGERTY

OFFICE OF PUBLIC COUNSEL
P.0. BOX 7800

_ JEFFERSON CITY, MO 65102

" NM. NORTON

J. MARK DAVIS

. WRIGHT, LINDSEY & JENNINGS

200 W. CAPITOL AVENUE, SUITE 2200
LITTLE ROCK, AR 72201-3699

THOMAS C. PELTO

- AT&T COMMUNICATIONS OF THE

SOUTHWEST, INC.
919 CONGRESS AVENUE, SUITE 1500

. AUSTIN, TX 78701-2444

— STEPHEN F. MORRIS

MCI TELECOMMUNICATIONS CORP.
701 BRAZOS, SUITE 600
AUSTIN, TX 78701

DAN JOYCE

GENERAL COUNSEL

MISSOURI PUBLIC SERVICE COMMISSION
P.O. BOX 360

JEFFERSON CITY, MO 65102

PAUL S. DEFORD

CHARLES W. MCKEE

LATHROP & GAGE

2345 GRAND BLVD,, SUITE 2500
KANSAS CITY, MO 64108

CARL J. LUMLEY

LELAND B. CURTIS

CURTIS, OETTING, HEINZ, GARRETT &
SOULE, P.C.

130 S. BEMISTON, SUITE 200
CLAYTON, MO 63105
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BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of AT&T Communications of the
Southwest, Inc.’s Petition for Arbitration Pursuant
to Section 252 (b) of the Telecommunications Act cf
1996 to Establish an Interconnection Agreement with
Southwestern Bell Telephone Company.

Case No. TO-97-40

R N N N Y

In the Matter of the Petition of MCI Telecommunica-
tions Corporation and Its Affiliates, Including
MCImetro Access Transmission Services, Inc., for
Arbitration and Mediation Under the Federal Tele-
communications Act of 1996 of Unresclved Intercon-
nection Issues With Southwestern Bell Telephone
Company.

Case No. TO-97-67

FINAL ARBITRATION ORDER

Issue Date: July 31, 1997

Effective Date:  august 20, 1997



STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a session of the Public Service
Commission held at its office
in Jefferson City on the 3lst
day of July, 1997.

In the Matter of AT&T Communications of the
Scuthwest, Inc.’s Petiticon for Arbitration Pursuant
to Section 252 (b) of the Telecommunications Act of
1996 to Establish an Interconnection Agreement with
Southwestern Bell Telephone Company.

Case No. TO-97-40

In the Matter of the Petition of MCI Telecommunica-
tions Corporation and Its Affiliates, Including
MCImetro Access Transmission Services, Inc., for

)
)
)
Arbitration and Mediation Under the Federal Tele- ) Case No. TO-$7-67
communications Act of 1596 of Unresolved Intercon- )
nection Issues With Southwestern Bell Telephone )
Company. )
)
le of Conten
I. Procedural History . . . . . . . . . .« « « « & o ¢+ e 4 .. 1
IXI. Discussion and Findings e e e e e e e e e e e e e e e e 3
III. Ordered Paragraphs e e e e e e e e e e e e e e e e 4

Attachment A: Resale Cost Study for Southwestern Bell Telephone Co.
Attachment B: Permanent Rates for Unbundled Network Elements

Attachment C: Costing and Pricing Report

FINAL ARBITRATION E

I. Pr ral Hi
On December 11, 1996, the Commissicon issued its Arbitration Order

in this case. Within that order the Commission established the basis upon



which prices and discounts would be established. In response to that
order, numerous motions were filed requesting various forms of relief,
rehearing, reconsideration or clarification.

On January 22, 1997, the Commission issued its Order Granting
Clarification And Modification And Denying Motion To Identify And Motions
For Rehearing. This order modified approximately eight items from the
Arbitration Order and, inasmuch as the Commission’s Arbitration Order
identified <the rates as interim, this order set a schedule for the
development of permanent rates. That schedule established a complex list
of weekly tasks for the Commission’s Arbitration Advisory 3taff to
undertake beginning February 10 with a targeted concluding date of June 30
for the issuance of permanent rates.

The complexity of the issues which were being reviewed by the
Arbitration Advisory Staff and the depth of information which was available
on each issue compelled the Commission to extend its own deadline in order
to ensure a complete and thorough review of all cost, pricing and rate
issues. As a result, on June 9 the Commission issued a Notice Regarding
Schedule For Development Of Permanent Rates. At that time the Commission
reiterated its original intent to announce proposed permanent rates and to
allow the parties 30 days in which to respond to those proposed rates.

The Commission finds it appropriate to establish permanent rates
at this time so that this matter may be resolved in such a way as %o
maximize the opportunities for these parties to move Missouri toward local
competition. Rather than delay this matter by an additional 30 days for
comment, the Commission will make this its final order. However, in the
interests of due process, the Commission will allow the parties twenty days

to move for reconsideration or clarification.



The process of reviewing the costs, discounts and proposed rates
was designed so that Southwestern Bell Telephone Company (SWBT),
AT&T Communications of the Southwest, Inc. (AT&T) and MCI Telecommunica-
tions Corporation (MCI} could designate <the appropriate subject matter
expert (SME) or provide documentation in support of its position. 2&s a
result, the process led to a remarkable level of open communication and
cooperation between SWBT, AT&T, MCI and the Arbitration Advisors. The work
which has resulted from this effort consumes several hundred pages and
constitutes a thorough and exhaustive review of each and every cost factor
which the Commission finds relevant to this arbitration. This "“Costing and
Pricing Report” is Attachment C. A similar document containing highly
confidential information has been filed and provided to the parties
pursuant to the Commission’s procedures set out in its Protective Order.
[I. Discussion Findin

The Commission finds that the discount rate for resold services
should be reduced from 20.32 percent to 19.2 percent for all services
eXcept operator services and 13.91 percent for operator services only. In
light of the extensive review and analysis by the Commission’s Advisory
Staff (see Attachment C), the Commission finds that a 18.2 percent discount
rate for all services except operator services and a 13.91 percent for
operator services only results in just and reasonable rates for resold
basic local telecommunications services. The parties shall prepare an
interconnection agreement that incorporates the rates selected in Attach-
ment A to this Final Arbitration Order which is entitled “Resale Study for
SWBT.”

The Commission finds that, in light of the extensive review and

analysis by the Commission’s Advisory Staff (see Attachment C), certain



modifications should be made to the interim rates previously ordered for
unoundled network elements (UNEs). The Commission finds that the permanent
rates for UNEs, included with this Final Arbitration Order as Attachment B
entitled “Permanent Prices for Unbundled Network Elements,” result in just
and reasonable rates. The parties shall prepare an interconnection agree-
ment that incorporates the rates in Attachment B.

Prices for the unbundled network elements include the full
functionality of each element. No additional charges for any such element,
the functionalities of the element, or the activation of the element or its
functionalities shall be permitted.

The Commission will direct the parties to complete interconnection
agreements in full conformance with the attached document in 60 days.

The Commission finds that the attachments to this order constitute
a final reconciliation of all pending issues from the original Arbitration
Order as issued on December 11, 1996. The original Arbitration Order shall
remain effective to the extent that it is not inconsistent with this order.

In this regard, the Commission rejects all proposed
interconnection agreements previocusly tendered by any party. It also
denies SWBT’s motion to strike, AT&T’'s motion to establish a procedural
schedule and OPC’s motion agreeing to AT&T’s as moot.

IT IS THEREFORE ORDERED:

1. That the issues set out by the parties shall be resolved
consistent with this order and the attachments hereto. Southwestern Bell
Telephone Company, AT&T Communications of the Southwest, Inc. and
MCI Telecommunications Corporation shall negotiate a final interconnection
agreement for submission to the Missouri Public Service Commission

consistent with this order.



2. That the rate schedules attached to this Final Arbitration
Order as Attachments A and B shall be the approved permanent rates for all
the elements and services listed therein.

3. That the parties shall have until August 20, 1997 to move for
reconsideration or clarification.

4. That the parties shall prepare and submit to the Commission
for approval an interconnection agreement reflecting the findings embodied
in this order and the permanent rates embodied in Attachments A and B.

5. That the agreement described in Ordered Paragraph 4 shall be
submitted to the Commission no later than September 30, 1997.

6. That the parties shall comply with the Commission’s findings
on each and every issue.

7. That the Arbitration Order issued in this case on December 11,
1996 shall remain effective to the extent that it is not inconsistent with
this order.

8. That any proposed interconnection agreements filed herein are
rejected and all pending motions which have not been previously addressed
are hereby denied.

9. That this Final Arbitration Order shall become effective on

August 20, 1997.
BY THE COMMISSION

-
{ SEAL)

Cecil 1. Wright
Executive Secretary

Crumpton, Drainer, Murray
and Lumpe, CC., concur.
Zobrist, Chm., concurs,
Wwith concurring opinion to
follow.



CERTIFICATE OF SERVICE

I, Geoffrey M. Klineberg, hereby certify that on this fourth day of August, 1997, a true
and correct copy of the foregoing Response of Southwestern Bell Telephone Company in
Opposition to MCI’s Preemption Petition, together with the attached exhibits, was served either
by hand or by overnight courier upon each of the following;

DONALD B. VERRILLIL JR.
MAUREEN F. DEL Duca
JODIEL. KELLEY

DOUGLAS H. HSIAO
MICHELLE B. GOODMAN
Jenner & Block

601 Thirteenth Street, N.-W.
Suite 1200

Washington, D.C. 20006

LisA B. SMITH

KECIA BONEY

MCI Communications Corporation
1801 Pennsylvania Avenue, N.W.
Washington, D.C. 20006

PENNY BAKER

Missouri Public Service Commission
301 West High Street, Suite 530
Jefferson City, Missouri 65101

JANICE MYLES

Common Carrier Bureau

Federal Communications Commission
Room 544

1919 M Street, N.'W.

Washington, D.C. 20554

ITS, INC.
1231 20th Street, N.-W.
Washington, D.C. 20036




